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DETAILED ACTION 

1 . A request for continued examination under 37 CFR 1.114, including the fee set forth in 37 CFR 
1.17(e), was filed in this application after final rejection. Since this application is eligible for continued 
examination under 37 CFR 1.114, and the fee set forth in 37 CFR 1 . 1 7(e) has been timely paid, the 
finality of the previous Office action has been withdrawn pursuant to 37 CFR 1.114. Applicant's 
submission filed on 8/2/2007 has been entered. 

Claim Rejections - 35 USC § 101 

2. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of matter, or any new and useful 
improvement thereof, may obtain a patent therefor, subject to the conditions and requirements of this title. 

Claims 1, 6-10, 17, 20, are rejected under 35 U.S.C. 101 because the claimed invention is 
directed to non-statutory subject matter. 

Applicant's claims are directed to an algorithm. Specifically, claim 1 recites "selecting", 
"searching" and "presenting", however these steps are mere ideas in the abstract (i.e., abstract 
idea, law of nature, natural phenomena) that do not apply, involve, for example) and abstract 
ideas without a practical application are found to be non-statutory subject matter. Therefore, 
Applicant's claims are non-statutory as they do not produce a useful, concrete and tangible 
result. 

3. Claims 1-23, remained pending in this Application. 

Claim Rejections - 35 USC § 1 1 2 

4. The following is a quotation of the second paragraph of 35 U.S.C. 112: 

The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the subject matter 
which the applicant regards as his invention. 

Claim 1 rejected under 35 U.S.C. 112, second paragraph, as being indefinite for failing 2 to 
particularly point out and distinctly claim the subject matter which applicant regards as the 
invention. 

In particular, Claim 1 lines 4-5 states "determine at least one intermediate value", it is 
unclear how one would determine one intermediate value of said customized index call option 

For further examination, the examiner interprets the limitation in light of this 112, second 
rejection. 
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In particular, Claim 17 lines 2-3 states "determine at least one intermediate value", it is 
unclear how one would determine one intermediate value of said customized index call option 
. . .". For further examination, the examiner interprets the limitation in light of this 1 1 2, second 
rejection. 

Claim Rejections - 35 USC § 102 

5. The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that form the basis for 
the rejections under this section made in this Office action: 

A person shall be entitled to a patent unless - 

(e) the invention was described in (1) an application for patent, published under section 122(b), by another 
filed in the United States before the invention by the applicant for patent or (2) a patent granted on an 
application for patent by another filed in the United States before the invention by the applicant for patent, 
except that an international application filed under the treaty defined in section 351(a) shall have the effects for 
purposes of this subsection of an application filed in the United States only if the international application 
designated the United States and was published under Article 21 (2) of such treaty in the English language. 

6. Claims 1-23, are rejected under 35 U.S.C. 102(e) as being anticipated by Daughtery, III, 

US Patent No: 7, 024, 384. 

As per claim 1, Daughtery, III discloses xx a) selecting a range from the group consisting of 
a range between a first lattice node with an index value no greater than an index value for said 
customized indexed call option and a second lattice node with an index value at least equal to 
said index value for said customized indexed call option, and a range between a first epoch 
with a time no greater than a time to expiry for said customized indexed call option and a 
second epoch with a time at least equal to said time to expiry; b) (see column 11 lines 20-37 
and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21- 
23 lines 1-67 and column 24 lines 1-67 and column 25-6 Iines1-40)searching a lattice data 
structure based on said range from the group a search criterion to determine at least one 
intermediate value of said customized indexedcall option; and d 
[[b]]c) interpolating in said at least one intermediate value of said customized indexed call 
option based on a set of predetermined parameters of the customized indexed call option to 
find said value;and, d) presenting an option for a holder of the customized indexed call option 
to switch between said index and said constant growth rate at predefined intervals during a 
term for said customized indexed call option, wherein said customized indexed call option 
comprises a term and an index linkage to an index and a constant growth rate. .(Note abstract 
and see column 6 lines 31-67 and column 7 lines-8 lines 1-76). 
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As per claim 2, Daughtery, III discloses wherein said search criterion comprises a set of 
predetermined parameters of the customized indexed call option, (see column 1 1 lines 20-37 
and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21- 

23 lines 1-67 and column 24 lines 1-67 and column 25-66 lines 1-40). 

As per claim 3, Daughtery, III discloses wherein said data structure is initialized based on a 
second predetermined set of parameters, (see column 11 lines 20-37 and column 12 lines 1- 
67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and 
column 24 lines 1-67). 

As per claim 4, Daughtery, III discloses an article of manufacture comprising a customized 
indexed call option with a specified term and specified notional amount n operatively arranged 
to allow an investor to choose notional amounts nO and nl at specified intervals within the term 
such that n0>=0, nl>=0, and n0+n1 <_ n, while guaranteeing nonnegative total credited 
interest over the term, where interest credited on the notional amount nO is based upon an 
arbitrary but specified nonzero interest rate, and interest on the notional amount nl is credited 
based on changes in a specified index, (see column 11 lines 20-37 and column 12 lines 1-67 
and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 

24 lines 1-67 and column 25-6 lines 1-30). 

As per claim 5, Daughtery, III discloses an article of manufacture comprising a 
customized indexed call option with a specified term and specified notional amount n 
operatively arranged to allow an investor to choose notional amounts n, at specified intervals 
within the term such that i is an integer such that 0 < i < 41k, n,_?0, and £n, <_ n, while 
guaranteeing nonnegative total credited interest over the term, where interest credited on the 
notional amount no is based upon an arbitrary but specified nonzero interest rate, and interest 
on the notional amount n,, i > 1, is credited based on changes in specified index i, where k, the 
number of specified indices, is an integer greater than or equal to one. (see column 11 lines 
20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and 
column 21-23 lines 1-67 and column 24 lines 1-67 and column 25-6 lines1-22). 

As per 6, Daughtery, III discloses a method for determining a value of a customized 
indexed annuity with guaranteed return amount G, comprising: 
a) determining a value of a customized indexed call option; and b) determining a present value 



Application/Control Number: 09/893,633 
Art Unit: 3692 



Page 5 



of the guaranteed return amount G; and, c) presenting an option for a holder of the customized 
indexed call option to switch between said index and said constant growth rate at predefined 
intervals during a term for said customized indexed call option, wherein said customized 
indexed call option comprises a term and an index linkage to an index and a constant growth 
rate, (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and 
column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 and column 25-6 
lines1-40). 

As per claim 7, Daughtery, III discloses a computer-based method for determining a 
value of a customized indexed certificate of deposit with guaranteed return amount G, 
comprising: a) determining a value of a customized indexed call option; and b) determining a 
present value of the guaranteed return amount G; and, c) presenting an option for a holder of 
the customized indexed call option to switch between said index and said constant growth rate 
at predefined intervals during a term for said customized indexed call option, wherein said 
customized indexed call option comprises a term and an index linkage to an index and a 
constant growth rate, (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 
lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 
and column 25-26 lines1-40). 

As per 8, Daughtery, III discloses a computer-based method for determining a value of a 
customized indexed life insurance policy with guaranteed return amount G, comprising: a) 
determining a value of a customized indexed call option; and b) determining a present value of 
the guaranteed return amount G; and, c) (see column 11 lines 20-37 and column 12 lines 1-67 
and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 
24 lines 1-67 and column 25-26 Iines1-40)presenting an option for a holder of the customized 
indexed call option to switch between said index and said constant growth rate at predefined 
intervals during a term for said customized indexed call option, wherein said customized 
indexed call option comprises a term and an index linkage to an index and a constant growth 
rate, see column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and 
column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67). 

As per claim 9, Daughtery, III discloses a computer-based method for determining a value of 
a customized indexed bond with guaranteed return amount G, comprising: 



Application/Control Number: 09/893,633 Page 6 

Art Unit: 3692 

a) determining a value of a customized indexed call option; ae, d 

b) determining a present value of the guaranteed return amount G: and, 

c) presenting an option for a holder of the customized indexed call option to switch between 
said index and said constant growth rate at predefined intervals during a term for said 
customized indexed call option, wherein said customized indexed call option comprises a term 
and an index linkage to an index and a constant growth rate see column 1 1 lines 20-37 and 
column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 
lines 1-67 and column 24 lines 1-67 and column 25-26 Iines1-19). 

As per claim 10, Daughtery, III discloses computer-based method for determining a 
value of a customized indexed all option, comprising: 
a) generating a first sample of index paths based on a first set of predetermined parameters; b) 
determining an optimal choice boundary maximizing an intermediate value of said customized 
indexed call option for such first sample of index paths; and c) (see column 11 lines 20-37 and 
column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 
lines 1-67 and column 24 lines 1-67 and column 25-6 lines1-40) determining said value of said 
customized indexed call option from said determined optimal choice boundary and a second 
sample of index paths and a second set of predetermined parameters;and, d) presenting an 
option for a holder of the customized indexed call option to switch between said index and said 
constant growth rate at predefined intervals during a term for said customized indexed call 
option, wherein said customized indexed call option comprises a term and an index linkage to 
an index and a constant growth rate, (see column 11 lines 20-37 and column 12 lines 1-67 and 
column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 
lines 1-67). 

As per claim 11, Daughtery, III discloses wherein said samples of index paths are randomly 
generated from distributions specified by the first set of predetermined parameters, (see 
column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 
43-67 and column 21-23 lines 1-67). 

As per claim 12, Daughtery, III discloses wherein said samples of index paths are 
quasi-randomly generated from distributions specified by the first set of predetermined 
parameters, (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 
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and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 and column 
25-26 linesl -40). 

As per claim 13, Daughtery, III discloses a wherein said first sample of index paths and 
said second sample of index paths are identical, (see column 11 lines 20-37 and column 12 
lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 
and column 24 lines 1- 67 and column 25-26 linesl -19). 

As per claim 14, Daughtery, III discloses a wherein said first sample of index paths and 
said second sample of index paths differ, (see column 11 lines 20-37 and column 12 lines 1-67 
and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 
24 lines 1-67 and column 25-26 linesl -40). 

As per claim 15, Daughtery, III discloses wherein said samples of index paths are 
generated for one index, (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 
lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 
and column 25-26 linesl -40). 

As per claim 16, Daughtery, III discloses wherein said samples of index paths are 
generated for multiple indices, (see column 11 lines 20-37 and column 12 lines 1-67 and 
column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 
lines 1-67 and column 25-6 linesl -15). 

As per claim 17, Daughtery, III discloses an apparatus for determining a value of a 
customized indexed call option: 

a) means for selecting a range from the group consisting of a range between a first lattice node 
with an index value no greater than an index value for said customized indexed call option and 
a second lattice node with an index value at least equal to said index value for said customized 
indexed call option, and a range between a first epoch with a time no greater than a time to 
expiry for said customized indexed call option and a second epoch with a time at least equal to 
said time to expiry; (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 
1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 and 
column 25-26 linesl -40) 

b ) means for searching a lattice data structure based on said range from the group a searoh 

criterion to determine at least one intermediate value of said customized indexed call option; 
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and 

[[b]]c_) means for interpolating in said at least one intermediate value of said customized 
indexed call option based on a set of predetermined parameters of the customized indexed call 
option to find said value;and,d) means for presenting an option for a holder of the customized 
indexed call option to switch between said index and said constant growth rate at predefined 
intervals during a term for said customized indexed call option, wherein said customized 
indexed call option 

comprises a term and an index linkage to an index and a constant growth rate, (see column 
11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 
and column 21-23 lines 1-67 and column 24 lines 1-67 and column 25-26 lines1-40). 

As per claim 18, Daughtery, III discloses wherein said means for searching a data 
structure comprises a general purpose computer specially programmed to search said data 
structure based on said search criterion to determine at least one intermediate value of said 
customized indexed call option, (see column 11 lines 20-37 and column 12 lines 1-67 and 
column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 
lines 1-67 and column 25-6 Iines1-17). 

As per claim 19, Daughtery, III discloses wherein said means for interpolating in said at least 
one intermediate value of said customized indexed call option comprises a general purpose 
computer specially programmed to perform said interpolation, (see column 11 lines 20-37 and 
column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 
lines 1-67 and column 24 lines 1-67 and column 25-26 lines1-20). 

As per claim 20, Daughtery, III discloses an An apparatus for determining a value of a 
customized indexed call option comprising: 

a) means for generating a first sample of index paths based on a first set of predetermined 
parameters; 

b) means for determining an optimal choice boundary maximizing an intermediate value of 
said customized indexed call option for such first sample of index paths; (see column 11 lines 
20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and 
column 21-23 lines 1-67 and column 24 lines 1-67 and column 25-26 lines1-40) ae, d 

c) means for determining said value of said customized indexed call option from said 
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determined optimal choice boundary and a second sample of index paths and a second set of 
predetermined parameters;and, d) means for presenting an option for a holder of the 
customized indexed call option to switch between said index and said constant growth rate at 
predefined intervals during a term for said customized indexed call option, wherein said 
customized indexed call option comprises a term and an index linkage to an index and a 
constant growth rate. . (see column 11 lines 20-37 and column 12 lines 1-67 and column 18 
lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 
and column 25-26 linesl -38). 

As per claim 21, Daughtery, III discloses wherein said means for generating a first 
sample of index paths based on a first set of predetermined parameters comprises a general 
purpose computer specially programmed to generate said first sample of index paths, (see 
column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 lines 
43-67 and column 21-23 lines 1-67 and column 24 lines 1-67 and column 25-26 linesl -40). 

As per claim 2, Daughtery, ill discloses wherein said means for determining an optimal 
choice boundary maximizing an intermediate value of said customized indexed call option for 
such first sample of index paths comprises a specially programmed general purpose computer, 
(see column 11 lines 20-37 and column 12 lines 1-67 and column 18 lines 1-67 and column 20 
lines 43-67 and column .21 -23 lines 1-67 and column 24 lines 1-67 and column 25-26 linesl - 
40). 

As per claim 23, Daughtery, III discloses wherein said means for determining said value 
of said customized indexed call option from said determined optimal choice boundary and a 
second sample of index paths and a second set of predetermined parameters comprises a 
specially programmed general purpose computer, (see column 11 lines 20-37 and column 12 
lines 1-67 and column 18 lines 1-67 and column 20 lines 43-67 and column 21-23 lines 1-67 
and column 24 lines 1-67 and column 25-26 linesl -13). 

Conclusion 

7. Applicant's claims 1 , 6-1 0, 1 7, 20, states "presenting an option for a holder of the 
customized indexed call option to wsitch between said index" 

However the subject matter of a properly construed claim is defined by the terms that limit its 
scope. It is this subject matter that must be examined. As a general matter, the grammar 
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and intended meaning of terms used in a claim will dictate whether the language limits the 
claim scope. Language that suggests or makes optional but does not require steps to be 
performed or does not limit a claim to a particular structure does not limit the scope of a 
claim or claim limitation. The following are examples of language that may raise a question 
as to the limiting effect of the language in a claim: 

(A) statements of intended use or field of use, 

(B) "adapted to" or "adapted for n clauses, 

(C) "wherein" clauses, or 

(D) "whereby" clauses. 

This list of examples is not intended to be exhaustive. See also MPEP § 21 1 1 .04. 
**>USPTO personnel are to give claims their broadest reasonable interpretation in light 
of the supporting disclosure. In re Morris, 127 F.3d 1048, 1054-55, 44 USPQ2d 1023, 
1027-28 (Fed. Cir. 1997). Limitations appearing in the specification but not recited in the 
claim should not be read into the claim. E-Pass Techs., Inc. v. 3Com Corp., 343 F.3d 
1364, 1369, 67 USPQ2d 1947, 1950 (Fed. Cir. 2003) (claims must be interpreted "in 
view of the specification" without importing limitations from the specification into the 
claims unnecessarily). In re Prater, 415 F.2d 1393, 1404-05, 162 USPQ 541, 550- 
551 (CCPA 1969). See also In re Zletz, 893 F.2d 319, 321-22, 13 USPQ2d 1320, 
1322 (Fed. Cir. 1989) ("During patent examination the pending claims must be 
interpreted as broadly as their terms reasonably allow.... The reason is simply that during 
patent prosecution when claims can be amended, ambiguities should be recognized, scope 
and breadth of language explored, and clarification imposed.... An essential purpose of 
patent examination is to fashion claims that are precise, clear, correct, and unambiguous. 
Only in this way can uncertainties of claim scope be removed, as much as possible, during 
the administrative process. ").< 

Where an explicit definition is provided by the applicant for a term, that definition will 
control interpretation of the term as it is used in the claim. Toro Co. v. White 
Consolidated Industries Inc., 199 F.3d 1295, 1301, 53 USPQ2d 1065, 1069 (Fed. 
Cir. 1999) (meaning of words used in a claim is not construed in a "lexicographic 
vacuum, but in the context of the specification and drawings."). Any special meaning 
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assigned to a term "must be sufficiently clear in the specification that any departure from 

common usage would be so understood by a person of experience in the field of the 

invention." Multiform Desiccants Inc. v. Medzam Ltd., 133 F.3d 1473, 1477, 

45 USPQ2d 1429, 1432 (Fed. Cir. 1998). See also MPEP § 2111.01. 

8. Any inquiry concerning this communication or earlier communications from the 

examiner should be directed to Clement B Graham whose telephone number is 571-272-6795. 

The examiner can normally be reached on 7am to 5pm. 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Hyung S. Sough can be reached on 703-308-0505.. The fax phone numbers for the 
organization where this application or proceeding is assigned are 571-273-8300 for regular 
communications and 703-305-0040 for After Final communications. 

Any inquiry of a general nature or relating to the status of this application or proceeding 
should be directed to the receptionist whose telephone number is 703-305-3900. 

CG 

Oct 12, 2007 
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